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To: the general meeting of Merrill Lynch B.V. 
  

 

Report on the financial statements 2019 
  

  

Our opinion 
In our opinion, the financial statements of Merrill Lynch B.V. (‘the Company’) give a true and fair view 
of the financial position of the Company as at 31 December 2019, and of its result and its cash flows for 
the year then ended in accordance with International Financial Reporting Standards as adopted by the 
European Union (EU-IFRS) and with Part 9 of Book 2 of the Dutch Civil Code. 

What we have audited 
We have audited the accompanying financial statements 2019 of Merrill Lynch B.V., Amsterdam. 

The financial statements comprise: 
• the statement of financial position as at 31 December 2019; 
• the following statements for 2019: the statement of profit or loss and other comprehensive 

income, changes in equity and cash flows; and 
• the notes, comprising the significant accounting policies and other explanatory information. 

The financial reporting framework applied in the preparation of the financial statements is EU-IFRS 
and the relevant provisions of Part 9 of Book 2 of the Dutch Civil Code. 

  

The basis for our opinion 
We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing.  
We have further described our responsibilities under those standards in the section  
‘Our responsibilities for the audit of the financial statements’ of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 
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Independence 
We are independent of Merrill Lynch B.V. in accordance with the European Union Regulation on 
specific requirements regarding statutory audit of public-interest entities,  
the ‘Wet toezicht accountantsorganisaties’ (Wta, Audit firms supervision act), the ‘Verordening inzake 
de onafhankelijkheid van accountants bij assuranceopdrachten’ (ViO, Code of Ethics for Professional 
Accountants, a regulation with respect to independence) and other relevant independence 
requirements in the Netherlands. Furthermore, we have complied with the ‘Verordening gedrags- en 
beroepsregels accountants’ (VGBA, Dutch Code of Ethics). 

  

Our audit approach 
Overview and context 
Merrill Lynch B.V.’s main activity is the issuance of structured notes and economically hedging these 
instruments through derivatives and fully funded total return swaps with other Bank of America 
Corporation companies. We paid specific attention to the areas of focus driven by the operations of the 
Company, as set out below. 

As part of designing our audit, we determined materiality and assessed the risks of material 
misstatement in the financial statements. In particular, we considered where the board of directors 
made important judgements, for example, in respect of significant accounting estimates that involved 
making assumptions and considering future events that are inherently uncertain. As in all of our 
audits, we also addressed the risk of management override of internal controls, including evaluating 
whether there was evidence of bias by the board of directors that may represent a risk of material 
misstatement due to fraud. 

We ensured that the audit team included the appropriate skills and competences, which are needed for 
the audit of a securitisation company. We therefore included specialists in the area of tax in our team. 

The outline of our audit approach was as follows: 

  

  

 
  

Materiality 
• Overall materiality: USD 32 million. 

 

Audit scope 
• We conducted audit work in three locations: the Netherlands,  

the United States and the United Kingdom. 
• We paid particular attention to the audit of fair value of the financial 

assets and liabilities at fair value through profit or loss and derivative 
assets and liabilities. 

Key audit matters 
• Valuation of total return swaps and cross-currency swaps. 
• Valuation of structured notes. 
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Materiality 
The scope of our audit is influenced by the application of materiality, which is further explained in the 
section ‘Our responsibilities for the audit of the financial statements’. 

Based on our professional judgement we determined certain quantitative thresholds for materiality, 
including the overall materiality for the financial statements as a whole as set out below.  
These, together with qualitative considerations, helped us to determine the nature, timing and extent 
of our audit procedures on the individual financial statement line items and disclosures and to 
evaluate the effect of identified misstatements, both individually and in aggregate, on the financial 
statements as a whole and on our opinion. 

Overall materiality USD 32 million (2018: USD 26 million). 
Basis for determining 
materiality 

We used our professional judgement to determine overall materiality. As a basis for 
our judgement, we used 1% of total assets. 

Rationale for 
benchmark applied 

We used total assets as the primary benchmark, a generally accepted auditing 
practice, based on our analysis of the common information needs of users of the 
financial statements. The main activities of the Company are the selling, offering, 
issuing, repurchasing, reselling and/or retirement of secured securities and they 
are structured in such a way that the Company should be profitable (it earns a fixed 
spread on each individual structured note issued). On this basis, we believe that 
profits are not the main indicator of financial performance of the Company,  
and that total assets is a relevant benchmark. 

 
We also take misstatements and/or possible misstatements into account that, in our judgement,  
are material for qualitative reasons. 

We agreed with the board of directors that we would report to them misstatements identified during 
our audit above USD 1.6 million (2018: USD 1.3 million) as well as misstatements below that amount 
that, in our view, warranted reporting for qualitative reasons. 

The scope of our audit 
The Company is a subsidiary of Bank of America Corporation. The operations of the Company are 
embedded in the IT environment and process controls of the Bank of America Corporation Group 
(‘the group’) and are performed in the United Kingdom and the United States.  

Considering our responsibility for the opinion on the Company’s financial statements,  
we are responsible for the direction, supervision and performance of the audit of the Company.  
In this context, we used the work performed by a component auditor for assurance over the internal 
control environment. We sent instructions to the component auditor in the United Kingdom,  
which set out the work to be performed and the agreed scope of testing.  

Where the work was performed by the component auditor, we determined the level of involvement we 
needed to have in the audit work to be able to conclude whether sufficient appropriate audit evidence 
had been obtained as a basis for our opinion on the financial statements as a whole.  
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In this respect, we performed the following procedures: 
• We issued detailed audit instructions to the component auditor prescribing the scope of work to 

be performed, our risk assessment, the key audit areas, materiality to be applied and the 
reporting requirements to the group engagement team. 

• The reports of the component auditor were assessed by the group engagement team and 
observations were discussed with the component auditor and with group management.  

• The group engagement team met the United Kingdom component team and board of directors 
of the Company and performed a review of the United Kingdom component auditor team’s file, 
which includes their review work of the component auditor in the United States.  

With respect to the existence of amounts owed by affiliated undertakings, financial assets and 
liabilities at fair value through profit or loss and derivative assets and liabilities, we also used the work 
performed by the component auditor. Intercompany balances are reconciled centrally by  
Bank of America Corporation and any differences are investigated by the board of directors.  
This control is tested centrally by the component auditor. In addition, we have tested any differences 
resulting from this reconciliation. We have also assessed the creditworthiness of these counterparties. 

By performing the procedures above at component level, combined with additional procedures at 
group level, we have obtained sufficient and appropriate audit evidence regarding the financial 
information of the Company as a whole to provide a basis for our opinion on the financial statements. 

Key audit matters 
Key audit matters are those matters that, in our professional judgement, were of most significance in 
the audit of the financial statements. We have communicated the key audit matters to the board of 
directors. The key audit matters are not a comprehensive reflection of all matters identified by our 
audit and that we discussed. In this section, we described the key audit matters and included a 
summary of the audit procedures we performed on those matters. 

We addressed the key audit matters in the context of our audit of the financial statements as a whole, 
and in forming our opinion thereon. We do not provide separate opinions on these matters or on 
specific elements of the financial statements. Any comment or observation we made on the results of 
our procedures should be read in this context. 

Due to the nature of the Company’s business, we recognise that key audit matters may be long-
standing and therefore may not change significantly from one year to the next. As compared to last 
year, there have been no changes in key audit matters. 

Key audit matter   Our audit work and observations 
      

Valuation of total return swaps and cross-
currency swaps 
Refer to the accounting policies ‘Financial assets’, 
‘Financial liabilities’, ‘Derecognition’, ‘Critical 
accounting estimates and’, note 11 ‘Financial assets at 
fair value through profit or loss’ and note 13 
‘Derivative assets/liabilities’. 
 
Derivative assets amount to USD 114 million as at 
31 December 2019. Derivative liabilities amount to 

   
We obtained an understanding of the valuation 
methodology and the processes and controls with 
respect to the valuation of the swaps. In addition, we 
assessed the appropriateness of the methodology and 
the models used by the board of directors. 
 
Furthermore, our audit included testing of the 
Company’s internal controls with respect to the models 
used throughout the valuation process.  
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Key audit matter   Our audit work and observations 
      

USD 101 million. Financial assets at fair value through 
profit or loss amount to USD 220 million.  
Derivative assets and liabilities and financial assets at 
fair value through profit or loss consist of, respectively, 
unfunded and funded total return swaps and cross-
currency swaps that are used to economically hedge the 
structured notes issued. The valuation of these swaps is 
determined by using valuation models. These valuation 
models and pricing inputs used are internally tested by 
Bank of America Corporation. 
 
We consider the valuation of the swaps to be a key 
audit matter, given the magnitude of these positions 
and the complexity of the valuation models applied. 

This included test procedures on controls with respect 
to model validation around new or amended models 
and price testing (which includes independent 
revaluation). 
 
We engaged our valuation experts to substantively 
revalue a sample of the derivative assets using 
independent models and independently sourced 
inputs. 
 
We assessed the completeness and accuracy of the 
disclosures relating to the valuation of financial assets 
at fair value through profit or loss and derivative assets 
and liabilities to assess compliance with disclosure 
requirements included in EU-IFRS.  
 

Valuation of structured notes 
Refer to the accounting policies ‘Financial liabilities’, 
‘Derecognition’, ‘Critical accounting estimates and 
judgement, and note 12 ‘Financial liabilities 
designated at fair value through profit or loss’. 
 
Financial liabilities designated at fair value through 
profit or loss amount to USD 2,802 million as at 
31 December 2019. The financial liabilities designated 
at fair value through profit or loss consist of structured 
notes. These structured notes are hybrid (debt) 
instruments with a structured component (derivative 
element) linked to the performance of various market 
indices. The valuation is determined by using valuation 
models. These valuation models and pricing inputs 
used are internally tested by Bank of America 
Corporation. 
 
We consider the valuation of the structured notes to be 
a key audit matter, given the magnitude of these 
positions and the complexity of the valuation models 
applied. 

  We obtained an understanding of the valuation 
methodology and the processes and controls with 
respect to the valuation of the structured notes. 
In addition, we assessed the appropriateness of the 
methodology and the models used by the board of 
directors. 
 
Furthermore, our audit included testing of the 
Company’s internal controls with respect to the models 
used throughout the valuation process. This included 
test procedures on controls with respect to model 
validation around new or amended models and price 
testing (which includes independent revaluation). 
 
We engaged our valuation experts to substantively 
revalue a sample of structured notes using independent 
models and independently sourced inputs. 
 
We assessed the completeness and accuracy of the 
disclosures relating to the valuation of financial 
liabilities designated at fair value through profit or loss 
to assess compliance with disclosure requirements 
included in EU-IFRS. 
 

  

  

  

Emphasis of matter - uncertainty related to the effects of the corona 
virus (COVID-19) 
We draw attention to notes 26, 14 and 1.1 in the financial statements in which the board of directors 
has described the possible impact and consequences of the corona virus (COVID-19) on the Company 
and the environment in which the Company operates as well as the measures taken and planned to 
deal with these events or circumstances.  
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This note also indicates that uncertainties remain and that currently it is not reasonably possible to 
estimate the future impact. Our opinion is not modified in respect of this matter. 

  

Report on the other information included in the annual report 
  

In addition to the financial statements and our auditor’s report thereon, the annual report contains 
other information that consists of: 
• the directors’ report; 
• the other information pursuant to Part 9 of Book 2 of the Dutch Civil Code. 

Based on the procedures performed as set out below, we conclude that the other information: 
• is consistent with the financial statements and does not contain material misstatements; 
• contains the information that is required by Part 9 of Book 2 of the Dutch Civil Code. 

We have read the other information. Based on our knowledge and understanding obtained in our audit 
of the financial statements or otherwise, we have considered whether the other information contains 
material misstatements. 

By performing our procedures, we comply with the requirements of Part 9 of Book 2 of the Dutch Civil 
Code and the Dutch Standard 720. The scope of such procedures was substantially less than the scope 
of those performed in our audit of the financial statements. 

The board of directors is responsible for the preparation of the other information, including the 
directors’ report and the other information in accordance with Part 9 of Book 2 of the Dutch Civil 
Code. 

  

Report on other legal and regulatory requirements 
  

Our appointment 
We were appointed as auditors of Merrill Lynch B.V. following the passing of a resolution by the 
shareholders at the annual meeting held in 2012. Our appointment has been renewed annually by 
shareholders representing a total period of uninterrupted engagement appointment of eight years. 

No prohibited non-audit services 
To the best of our knowledge and belief, we have not provided prohibited non-audit services as 
referred to in Article 5(1) of the European Regulation on specific requirements regarding statutory 
audit of public-interest entities. 

Services rendered 
The services, in addition to the audit, that we have provided to the Company, for the period to which 
our statutory audit relates, are disclosed in note 8 to the financial statements. 
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Responsibilities for the financial statements and the audit 
  

Responsibilities of the board of directors for the financial statements 
The board of directors is responsible for: 
• the preparation and fair presentation of the financial statements in accordance with EU-IFRS 

and with Part 9 of Book 2 of the Dutch Civil Code; and for 
• such internal control as the board of directors determines is necessary to enable the preparation 

of the financial statements that are free from material misstatement, whether due to fraud or 
error. 

As part of the preparation of the financial statements, the board of directors is responsible for 
assessing the Company’s ability to continue as a going concern. Based on the financial reporting 
frameworks mentioned, the board of directors should prepare the financial statements using the 
going-concern basis of accounting unless the board of directors either intends to liquidate the 
Company or to cease operations, or has no realistic alternative but to do so. The board of directors 
should disclose events and circumstances that may cast significant doubt on the Company’s ability to 
continue as a going concern in the financial statements. 

 

Our responsibilities for the audit of the financial statements 
Our responsibility is to plan and perform an audit engagement in a manner that allows us to obtain 
sufficient and appropriate audit evidence to provide a basis for our opinion. Our objectives are to 
obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high but not absolute level of assurance, which makes it possible that we 
may not detect all material misstatements. Misstatements may arise due to fraud or error.  
They are considered to be material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of the financial statements. 

Materiality affects the nature, timing and extent of our audit procedures and the evaluation of the 
effect of identified misstatements on our opinion. 

A more detailed description of our responsibilities is set out in the appendix to our report. 

Rotterdam, 30 April 2020 
PricewaterhouseCoopers Accountants N.V. 
 
Original has been signed by M.P.A. Corver RA 
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Appendix to our auditor’s report on the financial statements 
2019 of Merrill Lynch B.V. 
  

In addition to what is included in our auditor’s report, we have further set out in this appendix our 
responsibilities for the audit of the financial statements and explained what an audit involves. 

The auditor’s responsibilities for the audit of the financial statements 
We have exercised professional judgement and have maintained professional scepticism throughout 
the audit in accordance with Dutch Standards on Auditing, ethical requirements and independence 
requirements. Our audit consisted, among other things of the following: 
• Identifying and assessing the risks of material misstatement of the financial statements, whether 

due to fraud or error, designing and performing audit procedures responsive to those risks, and 
obtaining audit evidence that is sufficient and appropriate to provide a basis for our opinion. 
The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the intentional override of internal control. 

• Obtaining an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control. 

• Evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the board of directors. 

• Concluding on the appropriateness of the board of directors’ use of the going-concern basis of 
accounting, and based on the audit evidence obtained, concluding whether a material 
uncertainty exists related to events and/or conditions that may cast significant doubt on the 
Company’s ability to continue as a going concern. If we conclude that a material uncertainty 
exists, we are required to draw attention in our auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify our opinion.  
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report 
and are made in the context of our opinion on the financial statements as a whole. However, 
future events or conditions may cause the Company to cease to continue as a going concern. 

• Evaluating the overall presentation, structure and content of the financial statements, including 
the disclosures, and evaluating whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

We communicate with the board of directors regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. In this respect, we also issue an additional report to the 
board of directors in accordance with Article 11 of the EU Regulation on specific requirements 
regarding statutory audit of public-interest entities. The information included in this additional report 
is consistent with our audit opinion in this auditor’s report. 

We provide the board of directors with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 
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From the matters communicated with the board of directors, we determine those matters that were of 
most significance in the audit of the financial statements of the current period and are therefore the 
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes 
public disclosure about the matter or when, in extremely rare circumstances, not communicating the 
matter is in the public interest. 


